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General Cinema is the largest independent bottler of Pepsi-Cola, 

Dr Pepper and Sunkist products and is a major 7-UP franchisee. Its 
franchise territories are located primarily in metropolitan areas of the 
Southeast and Midwest, hi 1980 the Beverage Division had revenues 
of $412 million and operating earnings of $54 million. 


The Company operates the nation's largest theatre circuit, with 916 
theatres in 347 locations in 39 states and the District of Columbia. 
The circuit consists primarily of first-run, multi-screen units located 
in suburban shopping centers. In 1980 the Theatre Division had reve¬ 
nues of $308 million and operating earnings of $27.5 million. 
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Sunkist Soft Drinks marks General Cinema's first venture into devel¬ 
oping and nationally marketing proprietary soft drinks. In just over 
three years Sunkist Orange Soda, which is now available to 85% of 
the population, has become the number one orange soda and the coun¬ 
try's tenth best-selling soft drink. A companion brand, Diet Sunkist, is 
currently being introduced nationwide. 


The Communications Group consists of WCEX-TVj Channel 6 in 
Miami, the only independent VHP station in the fast-growing South 
Florida market, and four radio stations located in three of the nation's 
top ten markets: WIFI-FM in Philadelphia; WEFM-FM in Chicago; 
and WHUE-FM/AM in Boston. 
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Financial Highlights and Report to Shareholders 


Years ended October 31, 

1980 

1979 

Percent 

Increase 

Revenues 

$759,400,000 

$656,100,000 

15.7% 

Operating earnings 

73,878,000 

66,205,000 

11.6% 

Earnings from continuing operations 

33,364,000 

30,632,000 

8.9% 

Net earnings 

29,931,000 

26,472,000 

13.1% 

Total assets 

441,796,000 

385,325,000 

14.7% 

Shareholders' equity 

168,542,000 

146,217,000 

1,5.3% 

Number of shares outstanding 

10,988,374 

10,977,194 


Per share data: 




Earnings from continuing operations 

S 3.03 

S 2.79 

8.6% 

Net earnings 

2.72 

2.41 

12.9% 

Dividends 

.71 

.59 

20.3% 

Book value 

15.34 

13.32 

15.2% 


Dear Shareholder 


"General Cinema's business, although not 
providing necessities, does bring relatively 
inexpensive pleasure and satisfaction to the 
public. It operates from a protected base of 
exclusivity through unique locations in 
regional shopping centers or exclusive and 
perpetual beverage franchises. It remains basi¬ 
cally unregulated and unaffected by recession 
and inflation. This position gives us the confi¬ 
dence to project continuing earnings growth 
in the years to come." 

Interestingly, that statement was con¬ 
tained in General Cinema's 1975 annual report. 
It illustrated our belief that the Company's 
two major activities-soft drink bottling 
and movie exhibition - were sound growth 
businesses which would thrive over the com¬ 
ing years. Today, we are pleased to point to 
General Cinema's performance over the past 
five years as evidence of the validity of that 
statement. Since 1975, our revenues have 
grown at a compounded annual rate of 16.2%, 


and in 1980 reached an all-time high of $759.4 
million. Earnings from continuing operations 
during this same period have grown at an 
annual rate of 18.1% and stood at a record 
$33.4 million in 1980. Per share earnings from 
continuing operations showed a similar 
annual growth rate of 18.3% and reached 
$3.03 in 1980. 

Our return on equity during this period has 
averaged 20.6%, well above the most recently 
available five year median figure of 13.7% for 
the Fortune 500 companies. Dividends paid to 
shareholders have grown significantly during 
the past five years, with an annual compound 
rate of increase of 25.0%. hi 1980, we paid 
shareholders $0.71 per share in cash dividends, 
up from $0.23 per share in 1975. 

This performance has been possible because 
of the vitality of our two major businesses. 
Historically, both the Beverage Division and 
the Theatre Division have been able to consis¬ 
tently out-perfomi their industry averages, 
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and 1980 was no exception. In fact, 1980 
results reinforce our conviction that both of 
these businesses can do well in recessionary 
periods and that each has the pricing flexibil¬ 
ity to protect profit margins in highly infla¬ 
tionary periods. 

The Beverage Division had its eighth con¬ 
secutive year of higher revenues and earnings 
in 1980. Revenues rose to $412.3 million, 
while operating earnings reached a record 
$54.0 million. We responded aggressively to 
an intensified competitive environment in our 
markets, yet we followed a pricing strategy 
which protected our profit margins. The suc¬ 
cess of this strategy was marked by the Divi¬ 
sion's ability to improve both its market share 
and its operating margins in fiscal 1980. 

The Theatre Division also turned in a 
strong performance in 1980. Revenues, reflect¬ 
ing favorable attendance trends, rose to an 
all-time high of $307.8 million. Operating 
earnings were $27.5 million, about the same 
as the record level of 1979. These operating 
results ran counter to the industry, which 
experienced flat revenues and a decline in 
total attendance for the year. 

Five years ago, as we talked optimistically 
about General Cinema's future, we recognized 
that management had a dual responsibility. 
First, we had to manage two growth businesses 
to take full advantage of their potential. 

Second, we had to begin a search for additional 
expansion opportunities if we were to ensure 
that General Cinema would sustain its 
growth momentum throughout the 1980s. 

We found a major expansion opportunity in 
Sunkist" Orange Soda, and over the past few 
years we have been investing heavily in its 
future. The performance of our Beverage and 
Theatre Divisions during this period has per¬ 
mitted us to fund that investment program 
while maintaining a very creditable corporate 
growth rate. In 1980, for example, Sunleist's 
pre-tax operating loss was $11.7 million. Had 
we not chosen to invest those dollars in 
Sunkist, General Cinema's 1980 earnings per 
share from continuing operations would have 
been $3.60, some 18.8% higher. 

Since our commitment to the Sunkist 
program in 1977, we have invested a total of 
$15.5 million net of tax in this business. We 
have established a major national soft drink. 

We are delighted with test market results for 
Diet Sunkist and have begun its national 
introduction. The Sunkist distribution net¬ 
work, anchored by the best Pepsi-Cola and 


Coca-Cola bottlers available, is the strongest in 
the industry and is broadening consumer in¬ 
terest in our products. We are convinced the 
national market for orange soda is a viable 
one that will continue to expand, and that 
Sunkist's number one position in that market 
segment represents a major growth opportu¬ 
nity for General Cinema. 

We do not expect Sunkist to be profitable in 
1981, although the level of investment spend¬ 
ing required will be significantly lower than in 
fiscal 1980. We do plan on a profit contribution 
from Sunkist in 1982 and expect this business 
to fulfill the profit potential inherent in a 
major national soft drink throughout this 
decade. 

Our Communications Group made real 
progress during the year. Increased develop¬ 
ment costs and the effects of the 1980 reces¬ 
sion on our radio group somewhat offset the 
excellent results of WCEX-TVj in Miami. 

The Corporation ends 1980 in very sound 
financial condition. In September, we raised 
$17 million by offering 814% subordinated 
debentures exchangeable into shares of 
Columbia Pictures Common Stock which we 
own. At year-end, our net worth was $168.5 
million, equal to $15.34 per share. Our cash 
and marketable securities position was $57.6 
million, and we had unused lines of bank 
credit totalling $100 million. These resources 
are ample not only to fund the continued 
growth of our existing businesses but also to 
pursue additional opportunities. 

Looking into 1981, we again anticipate that 
General Cinema will achieve higher earnings. 
The Beverage Division should continue to 
prosper, although escalating sugar costs could 
cause momentary profit margin pressure at 
times during the year. Conversely, a decline in 
sugar costs could have a significantly positive 
effect on earnings, as was the case in 1975. 

The film supply appears adequate, although 
we do not foresee many potential "block¬ 
buster" pictures. Assuming that a number of 
films will be commercially successful, the 
Theatre Division should have another good 
year. The Sunkist loss will be significantly 
lower in 1981, and the Broadcasting Group 
should produce a good earnings increase. 

Based on these observations, we anticipate 
another year of continued growth. 

From time to time, General Cinema 
meets with a number of securities analysts 
and professional investors who ask us about 
trends and events which may have a bearing 
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on General Cinema's long-term growth pros¬ 
pects. We would like to take this opportunity 
to share our response to some of these ques¬ 
tions with you. 



ting older. How will this shift 
in demographics affect Gen¬ 
eral Cinema's soft drink and 
movie businesses! 

The maturing of the baby boom generation is 
a process that has been going on for some time 
with no measurable effect on our principal 
businesses. The post-World War II babies are 
now young adults in their 20s and early 30s, a 
demographic segment to whom we sell many 
of our soft drinks and movie tickets. Although 
during the 1980s there will be a decline in the 
important 15- to 20-year-old category, it will 
not be significant enough to cause us concern. 
The decline in this teen segment of the popu¬ 
lation will be temporary as the children of the 
"baby boom" adults grow up. In fact, there 
will be a substantial increase in the infant to 
15-year-old segment during the next ten years. 

Today's young adults are the original "Pepsi 
Generation." The soft drink that was a luxury 
to them as youngsters is today a staple in their 
diets - and will be in their children's. This 
doubling up effect, therefore, will provide us 
with a greater number of potential consumers 
from whom we will derive our future growth. 
Just as these young adults consume more soft 
drinks than their parents, so too do they fre¬ 
quent the movies on a more consistent basis. 
The movie industry also has responded to the 
changing demographics by producing films 
designed to appeal to all age categories, as well 
as more sophisticated films for the more dis¬ 
cerning patron. Today, our typical movie 
patron, as well as the typical consumer of our 
soft drinks, is somewhat older than he or she 
was a decade ago. 



The future of the Beverage Division looks 
bright. Soft drinks are no longer simply a lux¬ 
ury; they are a staple in the American diet. We 
anticipate steady growth in our markets over 
the next decade because of the same factors 
6 


which have enabled us to out-perform the 
industry over the past ten years. 

Our managers are experienced and dedi¬ 
cated professionals. The trend toward nation¬ 
ally branded products continues, and General 
Cinema markets seven of the top eleven best¬ 
selling soft drinks. We have made the neces¬ 
sary capital expenditures to expand and 
upgrade our marketing equipment, modernize 
our production facilities and improve our dis¬ 
tribution network. Wherever possible, we 
have taken advantage of opportunities to pur¬ 
chase Pepsi-Cola franchises in geographic 
areas which promise substantial population 
growth or the potential for market share 
growth. 

Although the marketplace will continue to 
be highly competitive, we have the people and 
the products and we are committed to making 
the necessary investments to sustain our 
growth trends. We fully anticipate that the 
Beverage Division will report record operating 
results in 1981 and continue to grow and pros¬ 
per through the 1980s. 



business and what effect do 
you think they will have in 
the future? 

The proliferation of home entertainment sys¬ 
tems, including video disks, video cassettes, 
cable and pay television, continues. To date, 
these systems have not had any measurable 
impact on attendance in our theatres. The 
growth of home entertainment has created 
additional revenue sources for the film pro¬ 
duction companies, significantly increas¬ 
ing their potential economic returns on feature 
film production. The supply of feature films 
to the theatre industry and to our Theatre 
Division has increased about 50% in the last 
five years and should continue to expand in 
the years ahead. This increase has been and 
should continue to be a positive influence on 
our business. 

We fully understand that in a few years 
there are likely to be perhaps 30 million 
American homes equipped to receive pay tele¬ 
vision in one form or another. Our conviction 
is that theatrical exhibition will remain the 
primary vehicle for the initial release of major 
feature films. Theatrical release offers by far 
the greatest potential economic return to film 
producers, and, additionally, the related pro- 
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motional activity and exposure increases the 
value of these films to the ancillary home 
video delivery systems. Our expectation is 
that the various forms of home video will 
compete primarily with network TV and each 
other. They all use the same television set in 
the same place, the living room. Our patrons 
tend to be younger, better educated and more 
affluent. They want out-of-the-home enter¬ 
tainment, viewing first-run pictures on a big 
screen with a participating audience. For our 
first-run theatres, we foresee profitable coex¬ 
istence with these home video systems. 



both businesses, as we have indicated many 
times, are relatively unaffected by recession or 
inflation. The addition of Sunkist, as it moves 
from a developmental stage to a profitable 
operation, gives us a great deal of confidence 
that we can maintain a corporate earnings 
growth rate in excess of the rate of inflation 
for the next few years. As for future expansion, 
we have been building our cash and borrowing 
capacity and are well positioned to make a siz¬ 
able acquisition. Our primary focus is on a 
broad area in which we are very comfortable - 
consumer products and services. It is an area 
to which we can bring management talent, 
experience and understanding, as well as capi¬ 
tal. Management is dedicated to meeting our 
primary objective - achieving a 15 to 20% 
average annual increase in earnings. We have 
met this objective in the past and are confi¬ 
dent that we will do so in the years ahead. 


We are very pleased with the speed with 
which Sunkist has acquired substantial mar¬ 
ket share. Since its introduction in late 1977, 
Sunkist has become the best-selling orange 
soft drink and the tenth best-selling soft drink 
overall in the country. The test market results 
of Diet Sunkist are encouraging and appear to 
be further heightening the sales momentum 
Sunkist has already established. After its 
national roll-out in 1981, Diet Sunkist will be 
an important profit contributor. Sunkist will 
start contributing to General Cinema's con¬ 
solidated earnings growth by substantially 
reducing its operating losses in fiscal 1981 and 
becoming profitable in 1982. We are most sat¬ 
isfied with Sunkist's progress and expect that 
it will give us a significant return on our 
investment in the years ahead. 

Once Sunkist turns profitable, operating as 
a marketing company, it is not likely to 
require much additional capital investment. 
Its cash flow, therefore, could be used to 
finance additional growth and diversification. 



The same fundamentals which have served as 
the foundation for growth of the Beverage and 
Theatre Divisions are as true today as they 
were five years ago, and will serve as the 
basis for our future expansion plans. Both 
businesses provide relatively low-cost plea¬ 
sure and entertainment to the consumer and 


On behalf of our Board of Directors and 
entire management team, I thank all of our 
employees for their past efforts. I can assure 
you, our Shareholders, of management's con¬ 
tinuing commitment to achieving superior 
growth for General Cinema, and I look for¬ 
ward to reporting that progress to you. 



Sincerely, 



Richard A. Smith 
President and Chairman 
lanuary 5,1981 
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Beverage Division 


Percent 

(In thousands) 1980 1979 Change 


Revenues $412,321 S364,836 13 0% 

Operating earnings 54,018 46,197 16.9% 

Operating margins 13.1% 12.77;, 


S oft drinks have become a 
staple m the American 
diet, with a per capita 
consumption rate ahead of 
all liquids except water 


General Cinema's Beverage 
Division bottles seven of the 
nation's 11 best-selling soft 
drinks, including Pepsi-Cola, 
Dr Pepper, 7-UP and Sunkist. 
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General Cinema is the largest independent 
bottler of soft drinks in the country. Our 
exclusive franchise territories serve more than 
18 million consumers, or about eight percent 
of the nation's population. The Division's 
national brand line-up includes Pepsi-Cola, Dr 
Pepper, 7-UP, Sunkist Orange Soda, their com¬ 
panion sugar-free drinks, and Mountain Dew, 
plus strong secondary brands such as 
Schweppes and Frostie Root Beer. 

In 1980 the Beverage Division recorded its 
eighth consecutive year of improved financial 
results, with operating earnings increasing 
16.9% to $54.0 million and revenues rising 
13.0% to $412.3 million. Operating margins 
improved to 13.1%. Route case sales (calcu¬ 
lated on a 192-ounce per case basis) increased 
4.4% in 1980, considerably better than the 
estimated industry growth of 3%. 

These results reflect the attainment of 
General Cinema's marketing objectives and 
priorities, which were and continue to be to 
build market share and preserve operating 
margins. Strategic planning coupled with supe¬ 
rior execution of marketing programs have 
enabled the Division to maintain or improve 
market share in its franchise territories. Effec¬ 
tive cost controls and judicious price increases 
protected profit margins despite inflationary 
pressures and inordinately high sweetener 
prices for much of the year. 

The year's performance sustains General 
Cinema's growth momentum in the soft 
drink industry. Over the past five years, the 
Beverage Division's operating earnings have 
grown at a compound annual rate of 24.6%, 
while revenues have risen at a compound 
annual rate of 18.2%. General Cinema's case 
sales have increased nearly 60% during the 
past five years, or at an annual compound rate 
of 9.5%. Industry case sales during this same 
five-year period have increased at an esti¬ 
mated 5.8% annual compound rate. 

General Cinema's ability to grow faster 
than the soft drink industry is based on dedi¬ 
cated professional people, backed by a strong 
product line and a commitment to spend 
developmental capital. This combination 
has produced superior execution in the 
marketplace. 

The Beverage Division currently operates 
21 production facilities and 31 distribution 
centers in nine states and the District of 
Columbia. Capital expenditures, including 
leased assets, are expected to decline some¬ 
what from the $36.7 million spent in 1980, as 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 










the Division progresses further into its planned 
expansion, modernization and consolidation 
programs. 

Our soft drink franchise territories are 
located in the Mid-Atlantic, Southeast and 
Midwest regions, plus central California. 
Management's marketing efforts are directed 
at all of the market segments within the 
territories - supermarkets, convenience stores, 
mass merchandisers, drug stores, fast food 
outlets and vending, with particular emphasis 
on new business. 

The longer term outlook for the soft drink 
industry in general and the Beverage Division 
in particular remains bright. Soft drinks have 
truly become a staple in the American diet. 
Next to water, soft drinks are the most con¬ 
sumed liquid in the American household, 
outselling coffee by 38% and milk by 76%. 

After many years of product proliferation, 
the industry is experiencing a return to basics 
in terms of product emphasis, with the pri¬ 
mary focus coming back to national brands 
and their companion diet drinks. We are posi¬ 
tioned to benefit from this trend. Our national 
brand line-up includes three of the top four 
soft drinks - Pepsi, Dr Pepper and 7-UP. 
Including Mountain Dew, Sunkist, Diet Pepsi 
and Diet 7-UP, we market seven of the 
nation's eleven best-selling brands. Pepsi 
remains our most important product, 
accounting for more than 55% of the Divi¬ 
sion's 1980 revenues. Demand for diet prod¬ 
ucts also was exceptionally strong in 1980, and 
we expect accelerated growth of diet product 
sales for the next several years. 

The major regulatory issues which had con¬ 
cerned the soft drink industry in recent years 
seem to be diminishing. This past summer, 
after eight years of litigation, the industiy's 
franchise integrity issue was resolved favor¬ 
ably with the passage of the Soft Drink Inter- 
Brand Competition Act. Finally, there is a 
growing consensus that any ban on saccharin 
or caffeine is unlikely to be imposed in the 
foreseeable future. We continue to monitor 
developments in these areas and other regula¬ 
tory issues which may affect the soft drink 
industry. 

Although the marketplace continues to be 
highly competitive, we expect our beverage 
business to report record operating results in 
1981 and to continue to grow and prosper 
throughout the 1980s. Our expectation is 
based on the same fundamental strengths - 
people, planning, products and capital - which 
produced the results of the past five years. 


eneral Cinema's Bever- 
■j- age Division has consis- 
tently outperformed the 
soft drink industry. Its 
sales efforts are directed at 


all segments of the cold 
drink and take-home mar¬ 
ket, including supermarkets, 
convenience stores, fast food 
outlets and vending. 
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Theatre Division 


Percent 

jin thousands! 1980 1979 Change 

Revenues $307,776 $266,4 61 15.5% 

Operating earnings 27,494 2 7,745 - 

Operating margins 8.9% 10.4% 


/f~ night out at the 
II movies remains a 
«-/£. popular, low-cost 
entertainment choice. 


General Cinema operates the 
largest theatre circuit in 
the country and attracted 
88 million patrons m 1980. 




General Cinema operates the nation's largest 
theatre circuit, consisting almost entirely of 
first-run, multi-screen complexes located in 
suburban shopping centers across the conti¬ 
nental United States. 

Theatre Division revenues rose 15.5% to a 
record $307.8 million in 1980, and operating 
earnings were $27.5 million, about equal to 
last year's all-time high. 

Attendance trends at our theatres were 
favorable, as overall attendance increased 
9.2% to 88.2 million patrons during fiscal 
1980. This significant gain was in direct con¬ 
trast to the experience of the industry, which, 
according to the trade publication, Variety, 
reported a decline in attendance. We believe 
that this performance reflects management's 
ability to obtain a significant share of the com¬ 
mercially popular pictures in our highly com¬ 
petitive markets and the quality and location 
of our theatres. 

Through a series of successful merchandis¬ 
ing promotions, we were able to translate 
1980's strong attendance trend into additional 
refreshment revenue. As in prior years, per 
capita sales of popcorn, soft drinks and other 
refreshment items increased. 

Increased operating profits from the sale of 
refreshments and our successful efforts to con¬ 
trol operating costs, despite rampant inflation, 
were important factors in our ability to main¬ 
tain operating earnings at the record 1979 
level. This was accomplished in spite of a 
decline in margins to 8.9%, almost entirely 
due to higher film costs measured as a per¬ 
centage of box office revenues. 

The trend toward multi-screen complexes 
continues throughout the theatre industiy. 
General Cinema's new units average more 
than four theatres per location, compared to a 
circuit average of two screens per location five 
years ago. During the past year, we added 73 
new theatres, bringing the total at October 31, 
1980 to 916 theatres in 347 locations in 39 
states and the District of Columbia. The new 
theatres are either additions to existing units 
or are new complexes located in areas of popu¬ 
lation growth. Encouraged by the continuing 
high rate of return on our invested capital, we 
have earmarked $10 million to add 75 to 80 
new theatres in fiscal 1981, bringing the pro¬ 
jected total number of theatres in operation to 
approximately 1,000 by year end. 
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Nineteen states have to date passed anti¬ 
blind bidding legislation which enables 
motion picture exhibitors to view films prior 
to bidding for exhibition rights. We are 
encouraged by this trend to prohibit "blind 
bidding," as it places the production risk 
where we feel it belongs-with the producer/ 
distributor. We do not anticipate that the 
elimination of blind bidding will lower overall 
film costs. The cost of commercially success¬ 
ful films will be higher, but the potential for 
significant losses from guaranteed film rentals 
on unsuccessful films will be reduced. The 
ability to view film product prior to bidding 
for exhibition rights will enable us to judi¬ 
ciously select the pictures we will aggressively 
pursue and the ones we will choose to avoid. 
Currently, 39% of our theatres are located in 
anti-blind bidding states. 

Fiscal 1981 should be another good year for 
the Theatre Division. The outlook for film 
supply is encouraging, even though the flow of 
new releases may be somewhat reduced due 
to the actors' strike last fall. Overall, however, 
there will be a sufficient number of films with 
good box office potential released during the 
year. 

The longer term outlook for General Cin¬ 
ema's theatre business also is positive. The 
economic incentives to the production com¬ 
panies to make popular films have never been 
stronger. As we have stated in the past, how¬ 
ever, our operating results may vary from year 
to year depending on the commercial success 
of the product available to us. We expect the 
passage of more anti-blind bidding legislation, 
which will remove some of the theatre opera¬ 
tors' uncertainty and risk on film guarantees. 
For millions of Americans, moviegoffig will 
remam a popular night-out entertainment 
choice-one that can be enjoyed at a low cost 
relative to most other out-of-the-home alter¬ 
natives. Within this total environment, our 
theatre business is expected to prosper next 
year and throughout the 1980s. 
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Sunkist Soft Drinks 


Percent 

(In thousands] 1980 1979 Change 

Revenues $21,643 S 9,625 124.9% 

Operating loss 11,693 10,896 7.3% 


C onsumers across the 
nation have responded 
enthusiastically to 
Sunkist's "Good Vibrations" 
concept. Initial test market 


results indicate that the 
"California Slim" image of 
Diet Sunkist will be well 
received when it is intro¬ 
duced nationally this year. 



Just a little more than three years ago, General 
Cinema founded Sunkist Soft Drinks and 
began the development program for Sunkist 
Orange Soda. Since 1977 Sunkist has made 
remarkable progress, becoming the number 
one orange soda and the tenth best-selling soft 
drink in the United States. 

Our decision to make a major investment in 
Sunkist was based on two beliefs. First, we 
saw an opportunity to enter the orange soft 
drink category, one that was sizable but 
lacked a nationally promoted and distributed 
branded product. Second, we were aware of 
the high degree of excellence and quality 
which consumers attached to the Sunkist 
name. Our challenge was to create a product, 
devise a marketing progam, and build a distri¬ 
bution system which would capitalize on 
these perceptions. 

Sunkist's progess to date testifies to the 
success of our efforts. Consumers across the 
nation have responded enthusiastically to the 
Sunkist concept: sunny beaches, tanned 
youths, the ever-popular Beach Boys's music 
and, as their song says, the overall "Good 
Vibrations." The result? Sunkist, which is 
now available to 85% of the nation's popula¬ 
tion, is the number one orange soda, outsell¬ 
ing its nearest competitor by a two-to-one 
margin in food stores. 

Our distribution system, which includes 
346 bottlers in 49 states, is comprised princi¬ 
pally of the nation's strongest Pepsi-Cola and 
Coca-Cola bottlers, giving Sunkist one of the 
most powerful distribution networks in the 
soft drink industry. 

Attaining Sunkist's current position has 
required considerable investment spending, 
not only to introduce a new product nation¬ 
ally, but also to promote a segment of the soft 
drink market which has previously been vir¬ 
tually ignored-orange soda. In 1980 Sunkist 
had an operating loss of $11.7 million, bringing 
General Cinema's total pre-tax investment in 
Sunkist since launching this business to $29.0 
million. We have elected to invest further in 
Sunkist in 1981 to substantially complete the 
roll-out of the regular product and to introduce 
Diet Sunkist nationally. Sunkist's operating 
loss, however, should be significantly reduced, 
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as the markets which have been previously 
introduced will be profitable as a group. 

As with regular Sunkist, the market posi¬ 
tioning and image of Diet Sunkist is critical to 
the success of the product. Diet Sunkist's 
image is "California Slim/' appealing strongly 
to appearance-conscious adults, especially 
women. Consumer reaction has been very 
positive. Sales of Diet Sunkist during the 
past year were outstanding in its major test 
markets-New York City, San Diego and Con¬ 
necticut. We also noted that the introduction 
of Diet Sunkist had a positive effect on sales of 
regular Sunkist in each of these markets. By 


the end of 1981, we expect that Diet Sunkist 
will be available to more than 60% of the 
nation's population. 

We are optimistic about Sunkist's future. 
Sunkist Orange Soda is a hit. Mo competitive 
orange soda can match its distribution system, 
and in response to our promotional efforts, 
orange soda has become the fastest growing 
segment of the soft drink market. We antici¬ 
pate Diet Sunkist will be equally successful. 
These factors combine to support our convic¬ 
tion that Sunkist Soft Drinks will generate a 
substantial return on our investment through¬ 
out the 1980s. 


Communications Group 


Percent 

(In thousands) 1980 1979 Change 

Revenues 518,239 514,951 22.0% 

Operating earnings 3,423 2,887 18.6% 

Operating margins 18.8% 19 3% 


ajor markets and 
quality program¬ 
ming are key fac¬ 
tors in the growth potential 
of General Cinema's televi¬ 
sion and radio stations. 
WCIX-TV is the only inde¬ 
pendent VHF station in the 


fast-growing South Florida 
area, and the four radio sta¬ 
tions are located in top ten 
markets. For the second time 
WCIX-TV won an Emmy 
Award fonts popular chil¬ 
dren's program, "Duck Duck 
Goose," shown at right. 




Operating results of the Communications 
Group are derived from our television station 
(WCIX-TV Channel 6 in Miami), and four 
radio stations (WIFI-FM in Philadelphia, 
WEFM-FM in Chicago and WHUE-FM/AM in 
Boston). 

WCIX-TV, which is the major participant in 
this group, had an excellent year, with reve¬ 
nues and operating earnings advancing signifi¬ 
cantly. Channel 6 is one of the nation's most 
successful independent VHF stations and the 
only one in the fast-growing South Florida 
market. Over the last several years we have 
made substantial investments in equipment 
to expand and strengthen the station's signal 
and in programming to broaden its market 
appeal. Results in 1980 indicate that these 
investments are paying off. We are optimistic 
about WCEX-TV's future and fully expect the 
uptrend in operating results to continue in 
1981. 

Radio advertising sales were adversely 
affected by the sluggish economy, particularly 
in the Chicago and Philadelphia markets. We 
are continuing to invest in and modify pro¬ 
gramming to strengthen each station's market 
share. Our radio properties are in the "top ten" 
markets, giving the licenses substantial value 
and us the confidence that they have the poten¬ 
tial to generate significant returns in the future. 

In 1981 we believe that the operating losses 
from the radio stations will be reduced and 
that Channel 6 will have another good year. 
The Communications Group, therefore, 
should report a strong earnings increase. 
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Financial Review 


Record Results 


Fi 


d Ratios 


In a year highlighted by recession and record-setting interest rates, General Cinema 
turned in a good performance. Revenues advanced 15.7% to $759.4 million with 
each of our operating groups achieving unit sales gains. Operating earnings before 
interest and other corporate charges increased by 11.6%. Earnings from continumg 
operations were up 8.9% to $33.4 million, or $3.03 per share. These results were 
accomplished in a below-average fdm year and in a period when operating expenses, 
particularly sweetener costs, advanced dramatically. 

Comparative consolidated operating margms declined modestly from 10.1% last 
year to 9.7% in fiscal 1980, principally as a result of higher film costs in the Theatre 
Division. The combined state and Federal income tax rate increased slightly in 1980 
to 44.6%, reflecting a lower level of investment tax credits. Return on average 
shareholders' equity based on earnings from continuing operations was 21.2% in 
fiscal 1980, compared to 22.5% in fiscal 1979. The return on average total capital 
was 11.4%, down slightly from the record 11.6% last year. 



Reflecting unit growth, revenues have grown at a compound 
annual rate of 16.2% during the past five years. 

Earnings from Continuing Operations Earnings Per Share from Continumg Operations 



Earnings from continuing operations have increased at a 
compound annual rate of 18.1% during the past five years, 
a rate significantly greater than the rate of inflation. 



Earnings per share from continuing operations have 
increased at a compound annual rate of 18.3% during the 
past five years and in 1980 reached a record $3.03. 
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Inflation Philosophy In order to be successful today, corporations must deal effectively with persistent 

and continuing inflation and the resulting high cost of capital. General Cinema's 
capital and operating philosophies over the years have demonstrated manage¬ 
ment's recognition of the impact of inflation. For some years the Company has pru¬ 
dently used long-term debt and leases to leverage its capital structure. Long-term 
financing has been obtained at opportune times at reasonable fixed interest rates. 

In fact, these low cost liabilities are currently valuable assets. The Company's 
businesses have historically had pricing flexibility, enabling them to pass increased 
costs through to their customers in the form of higher prices. These businesses are 
also typified by low working capital requirements. The Theatre Division has virtu¬ 
ally no receivables and only refreshment stand inventories. The Beverage Division 
turns its inventories quickly, and a significant portion of its sales are for cash. 
Finally, General Cinema's businesses generate a substantial positive cash flow, 
making funds available for investment at high interest rates prior to being rede¬ 
ployed in new business areas. 


Capital Structure The Company further strengthened its capital structure during the year. Share¬ 

holders' equity rose by $22.3 million to $168.5 million and book value per share 
increased to $15.34. Long-term debt, which includes $54.2 million of capitalized 
leases, increased modestly to $155.3 million due to the issuance of $17.3 million of 
subordinated debentures. Substantially all of this debt, including the capitalized 
leases, is at fixed rates with a weighted average cost of about 9.2%. Aggregate net 
interest costs were $8.6 million, about the same as the prior year. Pre-tax interest 
coverage was 12.1 times; total fixed charge coverage, including minimum lease 
payments, was 4.0 times-highest in the Company's history. 


Debenture Offering In September the Company sold publicly $17.3 million of 20-year 814% subordi¬ 

nated debentures, exchangeable into the 427,900 common shares of Columbia Pic¬ 
tures Industries, Inc. owned by General Cinema. The exchange price is $40.50 per 
share, as compared to General Cinema's average cost of $22.57 per share. The 
December 31,1980 closing price of Columbia shares on the New York Stock 
Exchange was $43.38. As a result of this financing and assuming that the deben¬ 
tures are exchanged prior to maturity, General Cinema has sold its Columbia 
shares at a premium, received the proceeds, but postponed paying the capital gain 
tax on the approximate $7.5 million presumed long-term gain. The net cost of this 
financing, after giving effect to the Columbia dividends, is less than 4% per year. 


Discontinued Operation As a consequence of this financing, the Columbia shares were reclassified from 
assets of our discontinued film financing operation to other assets. If we had not 
sold the debentures, the Columbia shares could have been sold at a gain which 
would have offset losses realized on the disposition of the remaining film financing 
assets. The Company has written down the carrying value of the remaining assets 
by $3.4 million, net of tax, to their realizable contract values. The Company does 
not anticipate further losses from the disposition of these assets. 


Return on Equity 

{Percent) 


Return on Capital 

(Percent) 



Return on average shareholders' equity has averaged 20.6% Return on average total capital including debt and equity 
over the past five years, significantly above the most recent has averaged 11.3% over the past five years, 
five-year median figure of 13.7% for the Fortune 500 
companies. 
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Liquidity 

General Cinema has also significantly increased its ability to finance future 
growth through acquisition. At year-end, the Company was in a very liquid posi¬ 
tion with almost $58 million in cash and short-term investments and unused bank 
lines of $100 million. The Company's existing businesses need little incremental 
working capital to finance their internal growth. As a result, almost all of the Com¬ 
pany's earnings are available for debt repayment, dividends and other coiporate 
purposes. 

Capital Expenditures 

Capital expenditures in fiscal 1980 aggregated $50.1 million, of which $12.1 million 
were capitalized leases. The cash capital expenditures were $38.0 million, as com¬ 
pared to depreciation of $21.9 million. 

Intangibles 

Franchises, trademarks, licenses and goodwill consist of national branded soft 
drink franchises and broadcasting licenses, both of which are stated at cost which 
is well below their market value based upon recently announced transactions 
involving similar assets by others. 

Dividend Policy 

General Cinema has had a long standing policy of sharing its earnings growth with 
its shareholders in the form of increased cash dividends. Over the last ten years, 
dividends paid have grown at a compound annual rate of 20.0%. Consistent with 
the Board of Directors' stated policy of paying dividends equivalent to 25-30% of 
earnings, the quarterly cash payout was increased 17.6% to 20 cents per share this 
past fall. 

As we look into the 1980s, we expect General Cinema to continue growing at a 
pace well in excess of the inflation rate. We are confident that the corporation's 
financial resources will adequately support that expansion program. 

Capitalization 


(Dollars in millions) 



The Company's capital structure reflects management's 
philosophy of judiciously using long-term debt and leases in 
an inflationary environment. 



The Company has consistently invested significant capital 
to sustain its growth. 


Dividends Paid 

(Dollars Dcr share) 



Dividends have increased at a compound annual rate of 
25.0% during the past five years. 
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Ten-Year Summary (Unaudited) 

General Cinema Corporation and Subsidiaries 
Years ended October 31 

(Dollar amounts in thousands except for per share data) 



1980 

1979 

Revenues 

Beverage Division 

$412,321 

$364,836 

Theatre Division 

307,776 

266,461 

Sunkist Soft Drinks 

21,643 

9,625 

Communications and Other 

20,846 

17,499 

Total 1 " 

759,400 

656,100 

Costs and expenses 

Beverage Division 

358,303 

318,639 

Theatre Division 

280,282 

238,716 

Sunkist Soft Drinks 

33,336 

20,521 

Communications and Other 

16,787 

14,340 

Total* 

685,522 

589,895 

Operating earnings 

Beverage Division 

54,018 

46,197 

Theatre Division 

27,494 

27,745 

Sunkist Soft Drinks 

(11,693) 

(10,896) 

Communications and Other 

4,059 

3,159 

Total 

73,878 

66,205 

Corporate expenses 

Interest-net 

8,623 

8,741 

Administrative and other 

5,000 

3,343 

Product research and development 

- 

- 

Allowance for investment loss 

- 

- 

Earnings from continuing operations before 

income taxes 

60,255 

54,121 

Income taxes 

26,891 

23,489 

Earnings from continuing operations 

33,364 

30,632 

Earnings before extraordinary items 

29,931 

24,627 

Net earnings 

$ 29,931 

$ 26,472 

Depreciation and amortization of capital assets 

$ 33,970 

$ 31,806 

Capital expenditures 

50,097 

57,345 

Total assets 

441,796 

385,325 

Total long-term debt 

155,292 

149,085 

Shareholders’ equity 

168,542 

146,217 

Long-term debt to shareholders’ equity 

.92 to 1 

1.02 to 1 

Number of shares outstanding ** 

11,009,711 

10,984,504 

Per share data 

Earnings from continuing operations 

$ 3.03 

$ 2.79 

Earnings before extraordinary items 

2.72 

2.24 

Net earnings 

2.72 

2.41 

Dividends paid 

.71 

.59 

Book value 

15.34 

13.32 


‘Adjusted to exclude intercompany sales and expenses of $3,186,000 in 1980 and 
$2,321,000 in 1979. 

"‘Weighted average number of shares and common share equivalents outstanding 
adjusted to reflect stock splits and stock dividends. 
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1978 

1977 

1976 

1975 

1974 

1973 

1972 

1971 

$315,156 

$240,415 

$188,935 

$178,441 

$156,641 

$127,756 

$120,385 

$114,792 

266,370 

213,757 

168,391 

180,006 

142,873 

117,121 

99,621 

80,183 

13,331 

10,894 

7,989 

_ 

_ 

_ 

_ 

_ 

594,857 

465,066 

365,315 

358,447 

299,514 

244,877 

220,006 

194,975 

276,417 

209,246 

165,511 

160,437 

143,587 

118,776 

111,535 

105,555 

240,442 

198,766 

154,518 

161,153 

127,417 

102,465 

85,823 

68,025 

10,280 

8,599 

6,044 

_ 

_ 

_ 

_ 

_ 

527,139 

416,611 

326,073 

321,590 

271,004 

221,241 

197,358 

173,580 

38.739 

31,169 

23,424 

18,004 

13,054 

8,980 

8,850 

9,237 

25,928 

14,991 

13,873 

18,853 

15,456 

14,656 

13,798 

12,158 

3,051 

2,295 

1,945 

_ 

_ 

_ 

_ 

_ 

67,718 

48,455 

39,242 

36,857 

28,510 

23,636 

22,648 

21,395 

9,445 

8,601 

6,988 

7,451 

8,756 

7,264 

5,375 

5,028 

3,450 

2,012 

1,228 

955 

845 

866 

627 

689 

5,850 

536 

- 

- 

- 

- 

- 

- 

2,280 

_ 

300 

800 

- 

- 

- 

- 

46,693 

37,306 

30,726 

27,651 

18,909 

15,506 

16,646 

15,678 

21,268 

17,126 

14,016 

13,129 

8,674 

6,946 

7,126 

7,466 

25,425 

20,180 

16,710 

14,522 

10,235 

8,560 

9,520 

8,212 

24,213 

19,847 

16,710 

14,522 

10,235 

8,560 

9,520 

8,212 

$ 24,213 

$ 19,847 

$ 16,710 

$ 14,522 

$ 10,703 

$ 9,156 

$ 10,138 

$ 9,000 

$ 27,145 

$ 20,830 

$ 16,858 

$ 15,155 

$ 14,208 

$ 13,440 

$ 12,291 

$ 10,253 

51,529 

56,318 

30,291 

19,957 

21,756 

26,708 

29,642 

11,989 

351,641 

287,553 

223,175 

221,377 

211,400 

196,863 

185,437 

148,626 

148,322 

122,748 

88,460 

94,233 

100,040 

100,677 

99,572 

N/A 

125,929 

109,949 

97,378 

83,809 

71,653 

63,205 

55,582 

40,106 

1.18 to 1 

1.12 to 1 

.91 to 1 

1.12 to 1 

1.40 to 1 

1.59 to 1 

1.79 to 1 

N/A 

11,114,824 

11,125,438 

11,206,830 

11,116,710 

10,995,616 

11,186,768 

11,148,420 

10,852,130 

$ 2.29 

S 1.81 

S 1.49 

$ 1.31 

$ .93 

$ .77 

$ .85 

$ .76 

2.18 

1.78 

1.49 

1.31 

.93 

.77 

.85 

.76 

2.18 

1.78 

1.49 

1.31 

.97 

.82 

.91 

.83 

.47 

.37 

.29 

.23 

.21 

.17 

.16 

.14 

11.49 

9.93 

8.82 

7.60 

6.52 

5.75 

5.06 

3.67 


25 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 













Consolidated Balance Sheets 
General Cinema Corporation and Subsidiaries 
October 31,1980 and 1979 
(Dollar amounts in thousands) 



1980 

1979 

Current assets 

Cash 

$ 4,037 

$ 24,518 

Short term investments-at cost (which 
approximates market) 

53,576 

1,000 

Notes and accounts receivable-trade, less allowance 
for doubtful accounts of $1,364 and $1,150 

33,687 

28,798 

Sundry deposits and receivables 

12,859 

10,564 

Inventory 

32,605 

25,300 

Other current assets 

5,183 

3,732 

Total current assets 

141,947 

93,912 


Investments in unconsolidated affiliated 
companies - at underlying equity 

4,085 

303 

Property, plant and equipment-at cost, net of 
accumulated depreciation and amortization: 

Owned 

157,857 

142,674 

Leased 

58,042 

58,038 


215,899 

200,712 


Other assets 

34,045 

44,088 

Franchises, trademarks, licenses and goodwill- 
principally beverage franchises 

45,820 

46,310 


$441,796 

$385,325 


See notes to consolidated financial statements. 
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Liabilities and 
Shareholders' Equity 



1980 

1979 

Current liabilities 

Long-term liabilities-due within one year: 
Capitalized lease obligations 

$ 11,318 

$ 10,261 

Other 

8,795 

9,565 

Accounts payable 

73,270 

62,774 

Taxes payable 

12,395 

3,191 

Total current liabilities 

105,778 

85,791 

Long-term liabilities 

Senior debt 

76,433 

78,046 

Capitalized lease obligations 

54,179 

53,924 

Subordinated debt 

19,695 

10,947 

Other 

4,985 

6,168 

Total long-term liabilities 

155,292 

149,085 

Unearned exchange income 

5,823 

- 

Deferred income taxes 

6,361 

4,232 

Commitments and contingencies 




Shareholders’ equity 

Preferred stock - $1.00 par value 

Authorized and unissued -1,000,000 shares 
Common stock - $1.00 par value 

Authorized -15,000,000 shares 

Issued -11,072,444 shares 

Additional paid-in capital 

Retained earnings 

11,072 

2,366 

158,211 

11,072 

2,366 

136,299 

Less common stock in treasury-at cost, 

171,649 

149,737 

84,070 shares and 95,250 shares 

3,107 

3,520 

Total shareholders' equity 

168,542 

146,217 


$441,796 

$385,325 


See notes to consolidated financial statements. 
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Consolidated Statements of Earnings 
General Cinema Corporation and Subsidiaries 
Years ended October 31,1980 and 1979 
(Dollar amounts in thousands except for per share data) 


1980_1979 


Revenues 

$759,400 

$656,100 

Operating costs and expenses 

685,522 

589,895 

Operating earnings 

73,878 

66,205 

Corporate expenses 

Interest on capitalized leases 

Other interest-net of interest income of $6,542 
in 1980 and $6,440 in 1979 

Administrative and other 

6,136 

2,487 

5,000 

5,810 

2,931 

3,343 


13,623 

12,084 

Earnings from continuing operations before 
income taxes 

60,255 

54,121 

Income taxes 

26,891 

23,489 

Earnings from continuing operations 

33,364 

30,632 

Loss from discontinued operations 

3,433 

6,005 

Earnings before extraordinary item 

29,931 

24,627 

Extraordinary credit 

- 

1,845 

Net earnings 

$ 29,931 

$ 26,472 

Net earnings (loss) per common and 
common equivalent share 

From continuing operations 

From discontinued operations 

Extraordinary credit 

$ 3.03 

(.31) 

$ 2.79 

(.55) 
.17 

Net earnings 

$ 2.72 

$ 2.41 


See notes to consolidated financial statements. 
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Consolidated Statements of Changes in Financial Position 
General Cinema Corporation and Subsidiaries 
Years ended October 31,1980 and 1979 
(Dollar amounts in thousands) 


1980 


1979 


Sources of Working Capital 


Earnings from continuing operations 

Add: Expenses not requiring an outlay of working capital 

$33,364 

$30,632 

in current period: 

Depreciation and amortization: 



Owned 

23,365 

22,731 

Leased 

12,095 

9,783 

Other items 

1,908 

3,150 

Working capital provided from continuing operations 

70,732 

66,296 

Loss from discontinued operations 

Add: Expenses not requiring an outlay of working capital 

(3,433) 

(6,005) 

in current period: 



Film production costs 

6,515 

10,916 

Working capital provided from discontinued operations 

3,082 

4,911 

Extraordinary item 

- 

1,845 

Working capital provided from operations and 
extraordinary item 

Increase in long-term liabilities: 

73,814 

73,052 

Capitalized lease obligations 

12,123 

17,587 

Other 

20,948 

3,773 

Net proceeds from notes receivable 

Net proceeds from disposition of property, 

2,480 

1,224 

plant and equipment 

1,042 

1,860 

Issuance of common stock from treasury 

194 

288 


110,601 

97,784 


Uses or Working Capital Property, plant and equipment: 


Purchased 

37,974 

39,758 

Leased 

12,123 

17,587 

Decrease in long-term liabilities: 

Capitalized lease obligations 

11,868 

11,748 

Other 

9,674 

8,935 

Investment 

- 

9,659 

Cash dividends 

7,800 

6,472 

Increase in film production costs, net of proceeds 

2,087 

6,332 

Other items 

1,027 

4,572 


82,553 

105,063 

Increase (decrease) in v/orking capital 

$28,048 

$(7,279) 


See notes to consolidated financial statements. 
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Analysis of Changes in Consolidated Working Capital 
Increase (Decrease) 

General Cinema Corporation and Subsidiaries 
October 31,1980 and 1979 
(Dollar amounts in thousands) 


1980 1979 


--^ 

Current Assets 

Cash 

Short-term investments 

Notes and accounts receivable-trade 

Sundry deposits and receivables 

Inventory 

Other current assets 

$(20,481) 

52,576 

4,889 

2,295 

7,305 

1,451 

$ (1,429) 
(7,000) 
6,944 
2,397 
1,339 
459 



48,035 

2,710 





Current Liabilities 

Long-term liabilities - due within one year: 
Capitalized lease obligations 

Other 

Accounts payable 

Taxes payable 

(1,057) 

770 

(10,496) 

(9,204) 

(2,207) 

(6,012) 

(9,321) 

7,551 



(19,987) 

(9,989) 


Increase (decrease) in working capital 

$ 28,048 

$ (7,279) 


See notes to consolidated financial statements. 


Consolidated Statements of Shareholders’ Equity 
General Cinema Corporation and Subsidiaries 
Years ended October 31,1980 and 1979 
(Dollar amounts in thousands ) 



Additional 
Common stock paid-in 

Shares Amount capital 

Retained 

earnings 

Treasury stock 
Shares Amount 

Balance- November 1,1978 

11,072,444 

$11,072 

$2,366 

$116,812 

116,900 

$4,321 

Net earnings 




26,472 



Cash dividends paid-$.59 per share 




(6,472) 



Shares issued on exercise of stock options 



(513) 

(21,650) 

(801) 

Balance- October31,1979 

11,072,444 

11,072 

2,366 

136,299 

95,250 

3,520 

Net earnings 




29,931 



Cash dividends paid-$.71 per share 




(7,800) 



Shares issued on exercise of stock options 



(219) 

(11,180) 

(413) 

Balance- October31,1980 

11,072,444 

$11,072 

$2,366 

$158,211 

84,070 

$3,107 


See notes to consolidated financial statements. 
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Notes to Consolidated Financial Statements 
General Cinema Corporation and Subsidiaries 
Years ended October 31,1980 and 1979 


1. Summary of Significant Principles of consolidation 

Accounting Policies All majority-owned subsidiaries are included in the consolidated financial state¬ 

ments. Affiliated companies in which the Company owns a less than majority 
interest are accounted for by the equity method. All intercompany accounts and 
transactions have been eliminated. 

Inventory 

Inventory is stated at the lower of cost (first-in, first-out method) or market. Market 
represents the lotver of replacement cost or net realizable value. 


Property, plant and equipment 

Depreciation and amortization has been provided on the straight-line method 
based upon the following estimated useful lives of the assets: 


Years 

Building and improvements 

10-40 

Equipment and fixtures 

6-20 

Vehicles and vending machines 

4-8 

Returnable bottles and cases 

4 

Capitalized leases: 


Real estate 

15-30 

Equipment 

4-9 

Leasehold improvements 

Lesser of lease or asset life 


Expenditures for maintenance, repairs and renewals are charged to expense as 
incurred whereas major betterments are capitalized. 


Debt discount and expense 

Debt discount and expense is amortized over the term of the applicable debt. 
Leasehold expense 

Leasehold expense is amortized over the lease lives, not exceeding thirty-three years. 
Franchises, trademarks, licenses and goodwill 

Franchises, trademarks, licenses and goodwill acquired prior to fiscal 1971 are not 
amortized because management considers their value to be of a permanent nature. 
Acquisitions subsequent to fiscal 1970 in the amount of $19,465,000 are amortized 
on the straight-line basis, primarily over forty years. The amortization amounted to 
$504,000 in 1980 and $490,000 in 1979. 

Unearned exchange income 

Unearned exchange income represents the value of the exchange rights associated 
with the 8>/4% exchangeable subordinated debentures. This is measured by the dif¬ 
ference between the interest rate at which the debentures were issued and the rate 
at which the debentures would have been issued absent the exchangeability fea¬ 
ture. This amount is being amortized over the term of the debentures. 

Income taxes 

The Company and its subsidiaries file a consolidated Federal income tax return 
and, where practical, consolidated state tax returns. 

Investment credits are accounted for on the flow-through method whereby the 
benefit is reflected currently. 

Deferred income taxes 

Deferred income taxes represent the tax effect of timing differences between finan¬ 
cial and tax reporting. The principal differences relate to depreciation and account¬ 
ing for capitalized leases. 
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2. Description of 
Operations 


Beverage Division 

The Company manufactures and distributes Pepsi-Cola, Dr Pepper, 7-UP, Sunkist 
and other carbonated and noncarbonated beverages. The beverage business is con¬ 
ducted primarily under franchise agreements. Its production and distribution facil¬ 
ities are located in nine states and the District of Columbia. 

Theatre Division 

The Company operates motion picture theatres in thirty-nine states and the 
District of Columbia. The theatre units are predominantly multi-screen com¬ 
plexes located in regional shopping centers. 

Sunkist Soft Drinks 

Sunkist Soft Drinks is in the business of developing and marketing proprietary soft 
drinks under a license granted by Sunkist Growers, Inc. 

Communications and Other 

The Company operates a television station in Miami and radio stations in 
Chicago, Philadelphia and Boston. Also, the Company is a lessor of real estate in 
sixteen states. 


Additional financial information 


(In thousands) 

: ■■ 

1979 

Revenues 



Beverage 

$412,321 

$364,836 

Theatre 

307,776 

266,461 

Sunkist Soft Drinks 

21,643 

9,625 

Communications and Other 

20,846 

17,499 

Intersegment 

(3,186) 

(2,321) 

Total revenues 

$759,400 

$656,100 

Operating earnings 



Beverage 

$ 54,018 

$ 46,197 

Theatre 

27,494 

27,745 

Sunkist Soft Drinks 

(11,693) 

(10,896) 

Communications and Other 

4,059 

3,159 

Total operating earnings 

$ 73,878 

$ 66,205 

Identifiable assets 



Beverage 

$222,046 

$213,038 

Theatre 

102,902 

105,283 

Sunkist Soft Drinks 

2,251 

2,090 

Communications and Other 

34,733 

34,318 

Discontinued operations 

6,898 

14,923 

Corporate 

72,966 

15,673 

Total identifiable assets 

$441,796 

$385,325 

Capital expenditures 



Beverage 

$ 36,681 

$ 41,638 

Theatre 

11,516 

10,769 

Sunkist Soft Drinks 

307 

257 

Communications and Other 

1,593 

4,681 

Total capital expenditures 

S 50,097 

$ 57,345 

Depreciation and amortization 



Beverage 

$ 27,031 

$ 24,805 

Theatre 

7,070 

6,559 

Sunkist Soft Drinks 

92 

45 

Communications and Other 

1,180 

962 

Corporate 

87 

143 

Total depreciation and amortization 

$ 35,460 

$ 32,514 
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3. Inventory 

(In thousands) 

1980 

1979 


Finished products 

$11,894 

$ 9,114 


Raw materials and supplies 

15,857 

10,364 


Theatre refreshment inventory 

2,073 

1,722 


Film production costs 

2,781 

4,100 



$32,605 

$25,300 





4. Property, Plant and 
Equipment 
(Partially Pledged) 

(In thousands) 

1980 

1979 

Land 

S 9,857 

$ 7,351 


Buildings and improvements 

18,856 

17,086 


Leasehold improvements 

74,964 

66,488 


Equipment and fixtures 

76,079 

64,171 


Vehicles and vending machines 

36,218 

33,376 


Returnable bottles and cases 

Capitalized leases: 

38,958 

38,322 


Real estate 

26,753 

26,753 


Equipment 

70,517 

58,925 


Less accumulated depreciation and amortization: 

352,202 

312,472 

Owned 

97,075 

84,120 

Leased 

39,228 

27,640 


136,303 

111,760 


$215,899 

$200,712 


5. Other Assets 
(Partially Pledged) 


(In thousands) 

1980 

1979 

Unamortized leasehold expense (a) 

Notes, loans and accounts receivable- 

$ 8,682 

$ 8,956 

due after one year 

8,506 

10,941 

Television programming rights 

2,341 

1,919 

Film production costs 

2,660 

10,823 

Investment (b) 

9,659 

9,659 

Other 

2,197 

1,790 


$34,045 

$44,088 


(a) Amortization of leasehold expense, consisting primarily of amounts paid to 
acquire theatre leases, is included in depreciation and amortization expense and 
amounted to $824,000 in 1980 and $823,000 in 1979. 

(b) At October 31,1979, the Company's investment in common shares of Columbia 
Pictures Industries, Inc. (Columbia) was included in "Marketable Securities." At 
October 31,1980, this investment is included in "Other Assets" to reflect the 
issuance of the 8!4 % exchangeable subordinated debentures described in Note 
6. The corresponding amount for 1979 has been reclassified. Pursuant to the 
terms of the indenture, the Company has deposited its 427,900 shares of 
Columbia with an escrow agent. This investment is reflected in the financial 
statements at cost (market value was $14,121,000 and $10,698,000 at October31, 
1980 and 1979, respectively). 
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6. Long-term Liabilities 
(Excluding Current 
Maturities) 


(In thousands) 

Interest Rate 

Maturity 

1980 

Amount 

1979 

Amount 

Unsecured: 

Senior notes 

11% 

1981-1990 

$ 22,800 

$ 25,200 

$enior notes 

8.75% 

1983-1992 

40,000 

40,000 

Revolving line of credit (a) 

prime 

1985 

- 

- 

Senior subordinated debt 

9.5% stated 
(7.3% effective) 

1981-1983 

8,189 

10,947 

Exchangeable subordinated 
debentures (b) 

8.25% 

1991-2000 

11,506 

_ 

Term loan (c) 

Varying 

1982-1986 

2,300 

2,300 

Revolving line of credit (c) 

118% of prime 

1986 

1,000 

1,000 

Other notes 

6.75-8.6% 

1981-1994 

3,433 

3,717 

Collateralized: 

Real estate and equipment (d) 

6-10% 

1981-1996 

4,434 

3,704 

Leases and television 
programming rights (e) 

4-16.13% 

1981-1987 

2,466 

2,125 

Capitalized lease obligations (f) 

6.25-15.46% 

1981-2003 

54,179 

53,924 

Other liabilities 


1981-1994 

4,985 

6,168 




$155,292 

$149,085 


(a) The revolving credit agreement dated as of October 31,1976, as amended, 
between the Company and several banks provides a maximum amount of credit 
of $100,000,000, with semi-annual reductions of $12,000,000 commencing on 
January 1,1983. Interest is at the prime rate increasing in fiscal 1983 by 14%. 

The Company has agreed to maintain compensating cash balances of 5% of the 
available credit line and 5% of borrowings and to pay a commitment fee at an 
annual rate of Vz % of the unused line of credit. The Company did not borrow 
under this agreement during 1979 or 1980. 

(b) On September 9,1980, the Company issued $17,329,000 of 8‘A % subordinated 
debentures exchangeable into shares of Columbia Pictures Industries, Inc. The 
debentures are reflected as long-term debt net of debt discount of $5,823,000 
attributable to the exchangeability feature. The debentures are exchangeable at 
the rate of 24.69 shares per $1,009 principal amount of debentures (the equiva¬ 
lent of $40.50 per share) subject to adjustment in certain events. The Company 
is required to make annual sinking fund payments to retire $1,387,000 principal 
amount of the debentures at par from September 1991 through 1999, which obli¬ 
gation may be satisfied at the Company's option by application of converted or 
acquired debentures. In addition, the Company has the option to retire an addi¬ 
tional $1,387,000 at par on a noncumulative basis in each such year. The Com¬ 
pany may call the debentures at any time at redemption prices which reduce 
from 108.25% in 1980 to par in 1995. 

(c) A majority-owned subsidiary of the Company has a term loan of $2,300,000 and 
a revolving credit agreement of $1,000,000 dated as of July 31,1979. Through 
1983, the term loan bears interest at a rate of 9.25% per annum and the subsidi¬ 
ary has agreed to maintain a 5% compensating balance; thereafter the annual 
interest rate is 120% of the prime rate plus Vz % with no compensating balance. 

(d) Real estate and equipment carried at $10,317,000 in 1980 and $6,735,000 in 1979 
have been pledged as collateral for indebtedness. 

(e) Leaseholds and television programming rights carried at $4,140,000 in 1980 and 
$4,117,000 in 1979 have been pledged as collateral for notes payable. 

(f) Capitalized lease obligations relate to beverage plants and facilities, vending 
machines, vehicles, and theatres. 

The minimum payment obligations arising from the above leases at October 31, 
1980 are as follows: 1981-$17,076,000; 1982-$15,001,000; 1983-$11,560,000; 

1984-$8,459,000; 1985-$7,126,000; all years thereafter-$37,414,000. Amounts 
representing interest and executory costs aggregate $31,139,000. The present value 
of the future minimum lease payments is $65,497,000. 
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7. Shareholders' Equity 


The aggregate maturities of all long-term liabilities and capitalized lease obliga¬ 
tions are as follows: 1981-520,113,000; 1982 — $19,417,000; 1983-$15,899,000; 
1984-$15,837,000; 1985-$12,473,000 ; thereafter-591,666,000. 

Certain loan agreements contain, among other restrictions, provisions limiting 
the issuance of additional debt and guarantees, the execution of additional 
leases, the redemption of the Company's capital stock and the payment of divi¬ 
dends. At October 31,1980, $32,000,000 of consolidated retained earnings were 
available for the payment of dividends. 


Common stock options 

Eligible employees have been granted five-year options under a qualified stock 
option plan {expired on February 28,1974), and ten-year options under the 1976 
Stock Option Plan. In addition, certain employees were granted ten-year options 
for 2,500 shares and 10,000 shares in 1980 and 1979, respectively. Options outstand¬ 
ing at October 31,1980 were granted at prices (not less than 100% of the fair market 
value of the shares on the date of grant) varying from 511.8125 to $21.25 per share, 
except for the nonplan options granted in 1979 at $12,375 per share. 

Changes in the outstanding options are summarized below: 



1980 

1979 

Options outstanding-beginning of year 

159,200 

157,700 

Add: Granted 

79,900 

41,000 


239,100 

198,700 

Less: Excercised 

11,180 

32,500 

Cancelled 

8,200 

7,000 


19,380 

39,500 

Options outstanding- end of year 

219,720 

159,200 

Exercisable options - end of year 

80,420 

73,200 


At October 31,1980, the aggregate number of shares for which options may be 
granted under the 1976 Stock Option Plan was 261,800 shares. 

There are 481,520 common shares reserved for issuance upon the exercise of 
stock options at October 31,1980. 

Earnings per common and common equivalent share 

Earnings per share is based upon 11,010,000 shares in 1980 and 10,985,000 shares in 
1979, the weighted average number of common and common equivalent shares 
outstanding during each year. 

Earnings per common and common equivalent share assuming full dilution have 
not been presented because the dilutive effect is not material. 
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8. Income Taxes A reconciliation of the Company's statutory and effective Federal income tax 

expense and rates is as follows: 


(Dollar amounts in thousands) 

Amount 

1980 

Amount 

1979 

Statutory tax expense 

$27,717 

46 

$25,074 

46 

State income taxes-net of Federal tr 

ix effect 2,430 

4 

1,943 

4 

Investment tax credit 

(3,263) 

(5) 

(3,550) 

(7) 

Other 

7 


22 


Income taxes 

$26,891 

45 

$23,489 

43 


State income taxes were $4,500,000 in 1980 and $3,621,000 in 1979. Deferred 
income tax expense was $1,458,000 in 1980 and $879,000 in 1979. 


9. Discontinued Operations In October, 1979, the Company announced its intention to discontinue its film 
financing operations. Operating results of the discontinued film financing opera¬ 
tions for 1980 and prior years have been segregated in the Consolidated Statements 
of Earnings so as to show' separately the results of continuing operations. 

Subsequent to October 31,1980, the Company completed its negotiations with 
respect to the sale of foreign and ancillary market rights for its feature films result¬ 
ing in an adjustment of $7,686,000 to estimated net realizable value. This adjust¬ 
ment is reflected in the 1980 financial statements. 

The amounts shown for discontinued operations are after tax benefits of 
$4,401,000 in 1980 and $5,824,000 in 1979. 

During 1980, proceeds received from the disposal of assets amounted to 
$13,143,000, including $9,659,000 for the transfer of the investment in marketable 
securities from discontinued operations to continuing operations [Note 5 (b)]. 

The assets of the discontinued operations at October 31,1980 are as follows: 


(In thousands) 


Completed feature films: 

Recovery anticipated in Fiscal 1981 

$4,163 

Recovery anticipated subsequent to 1981 

2,735 


$6,898 


10. Extraordinary Credit On June 14,1979, the Company filed a complaint against a former officer and direc¬ 
tor alleging that, over a period of several years, $5.9 million of allowances, claims 
and credits paid by a major supplier were diverted to a corporation owned by said 
former officer. In this action, the Company is seeking to fully recover the diverted 
amounts as well as interest and costs. 

The Company has entered into an agreement with the supplier which will 
enable the Company eventually to fully recover the diverted amounts. The present 
value of the amount to be received pursuant to the terms of this agreement was 
reflected in the financial statements as an extraordinary credit net of applicable 
income taxes of $1,867,000 in 1979. 
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11. Commitments and 
Contingencies 


Leases 

The Company's long-term operating leases generally provide that the Company 
will pay real estate taxes and other expenses and, in certain cases, additional rentals 
based on revenue. The rent expense consists of: 


(In thousands) 

1980 

1979 

Basic rent 

$20,640 

$18,664 

Real estate taxes 

2,427 

1,979 

Additional rent 

6,913 

5,296 


$29,980 

$25,939 

These leases are primarily real estate leases and provide for minimum annual 
rentals. Unless the Company exercises its renewal options, the future minimum 

rental payments will be as follows: 




(In thousands) 


1981 

1982 

1983 

1984 

1985 

Thereafter 


$283,497 


S 20,976 
20,794 
20,430 
19,392 
18,980 
182,925 


Guarantees 

The Company has guaranteed leases for several 50%-owned affiliated companies. 
The minimum annual rent under these leases is $539,000. The Company has also 
guaranteed long-term real estate leases, expiring from 1982 to 2004, with minimum 
annual rentals of $1,025,000, and equipment leases with minimum annual rentals 
of $39,000, expiring from 1981 to 1986. The Company has also guaranteed liabilities 
in the amount of $4,414,000. 

Pension plans 

The Company has five noncontributory retirement plans for certain employees not 
covered by other plans. For these pension plans, the charges against income for 
1980 and 1979 were $2,843,000 and $2,484,000, respectively. The estimated liabil¬ 
ity for past service is approximately $10,900,000 and is being funded over periods 
ranging up to thirty years. 

The actuarially computed vested benefits under four of these plans exceed the 
assets by approximately $1,600,000. 

Franchise agreements 

In July, 1980, Congress enacted the Soft Drink Interbrand Competition Act, estab¬ 
lishing that territorial restraints contained in a soft drink franchise agreement do 
not violate the federal antitrust laws, provided substantial and effective competi¬ 
tion exists in the franchise territory. In view of this legislation, the Federal Trade 
Commission, which had previously held that such restraints were unlawful, has 
moved that the matter now before the Federal Appellate Court be remanded to the 
Commission for dismissal. 

Litigation 

The Company and its subsidiaries are parties to several law suits arising from their 
operations. Management is of the opinion that the outcome of these suits will not 
have a material effect on the Company's consolidated financial position or results 
of operations. 
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12. Comparative Quarterly 

Financial Information (Unaudited) 

(Dollar amounts in thousands except per share data 

1980 

First 

quarter 


Second 

quarter 

Third 

quarter 

Fourth 

quarter 

Full 

Revenues 

$173,923 

$163,212 

$218,028 

$204,237 

$759,400 

Operating earnings 

$ 13,122 

$ 

14,096 

$ 22,106 

$ 24,554 

$ 73,878 

Earnings from continuing operations 

$ 5,481 

$ 

6,138 

$ 10,776 

$ 10,969 

$ 33,364 

Earnings before extraordinary item 

$ 5,481 

$ 

6,138 

$ 10,776 

$ 7,536 

$ 29,931 

Net earnings 

S 5,481 

$ 

6,138 

$ 10,776 

$ 7,536 

$ 29,931 

Earnings per share: 

Continuing operations 

$.50 


$.56 

$.98 

$.99 

$3.03 

Before extraordinary item 

$.50 


$.56 

$.98 

$.68 

$2.72 

Net earnings 

$.50 


$.56 

$.98 

$.68 

$2.72 

Dividends per share 

$.17 


$.17 

$.17 

$.20 

$ .71 

1979 

First 

quarter 


Second 

quarter 

Third 

quarter 

quarter 

Full 

Revenues 

$150,814 

$152,462 

$183,292 

$169,532 

$656,100 

Operating earnings 

$ 13,356 

$ 

14,850 

$ 26,226 

$ 11,773 

$ 66,205 

Earnings from continuing operations 

$ 5,536 

$ 

6,447 

$ 12,970 

$ 5,679 

$ 30,632 

Earnings before extraordinary item 

$ 4,908 

$ 

6,221 

$ 10,424 

$ 3,074 

$ 24,627 

Net earnings 

$ 4,908 

S 

8,199 

$ 10,424 

$ 2,941 

$ 26,472 

Earnings per share: 

Continuing operations 

$.50 


$.59 

$1.19 

$.51 

$2.79 

Before extraordinary item 

$.45 


$.57 

$ .95 

$.27 

$2.24 

Net earnings 

$.45 


$.75 

$ .95 

$.26 

$2.41 

Dividends per share 

$.14 


$.14 

$~14 

$T7 

$ .59 

Note: The 1979 interim financial statements did not reflect certain accounting procedures implemented by 
Sunkist in the fourth quarter. These accounting refinements decreased fourth quarter earnings from 
continuing operations by approximately $454,000 or $.04 per share. 


Report of Independent Board of Directors and Shareholders of General Cinema Corporation: 

Certified Public 

Accountants We have examined the consolidated balance sheets of General Cinema Corporation 

and subsidiaries as of October 31,1980 and 1979, and the related consolidated state¬ 
ments of earnings, shareholders' equity and changes in financial position for the 
years then ended. Our examinations were made in accordance with generally 
accepted auditing standards and, accordingly, included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the consolidated financial statements referred to above present 
fairly the financial position of General Cinema Corporation and subsidiaries as of 
October 31,1980 and 1979, and the results of their operations and the changes in 
their financial position for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis. 

Boston, Massachusetts TOUCHE ROSS &. CO. 

December 23,1980 Certified Public Accountants 
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Supplemental Information on the Effects of 
Inflation and Changing Costs (Unaudited) 


The Financial Accounting Standards Board now requires larger companies to pub¬ 
lish information about some of the effects of inflation on conventional financial 
statements. These include the overstatement of earnings that results from ignoring 
the higher cost of replacing inventory and plant and equipment acquired in 
the past. 

This information is reported in two ways. The first is referred to as "constant 
dollar." This method adjusts the costs of products sold and depreciation expense 
upward for increases due to general inflation, as measured by the U.S. Consumer 
Price Index, since the related inventory' and plant and equipment were acquired. 
The second method is referred to as "current cost." It adjusts the costs of products 
sold and depreciation expense upward based on changes in the specific costs of 
inventory and plant and equipment since they were acquired. Under both methods, 
the adjusted amounts are stated in average dollars of purchasing power for the most 
recent fiscal year. 

Shareholders are cautioned that both methods are experimental. Neither mea¬ 
sures fully all of the complex effects of inflation. For instance, the adjusted state¬ 
ment of earnings under both the "constant dollar" and "current cost" methods do 
not include inflation related "holding gains" resulting from increased values of 
property, plant and equipment and gains experienced from the decline of the 
purchasing power of net amounts owed. As discussed more fully below, both of 
these factors are significant to General Cinema. 


Earnings statement information adjusted for general inflation and specific costs 
for t he year ended October 31,1980 _ 


(Amounts m thousands) 

,4s reported m 
the primary 
financial 
statements 

Adjusted for 
general inflation 
(Constant Dollar) 

Adjusted for 
specific cost 
changes 
(Current Cost) 

Revenues 

$759,400 

$759,400 

$759,400 

Operating costs and expenses 

685,522 

698,812 

706,315 

Operating income 

73,878 

60,588 

53,085 

Corporate expenses 

13,623 

13,623 

13,623 

Earnings from continuing 
operations before taxes 

60,255 

46,965 

39,462 

Income taxes 

26,891 

26,891 

26,891 

Earnings from continuing 

operations 

$ 33,364 

$ 20,074 

$ 12,571 

Earnings from continuing 

operations per share 

$ 3.03 

S 1.82 

$ 1.14 

Effective tax rate 

44.6% 

57.3% 

68 . 1 % 


The current cost of the Company's inventories approximates its historical cost 
because of the rapidity of inventory turnover. The current cost of the Company's 
building, machinery and equipment has been determined by use of estimates and 
externally generated indices applicable to the types of assets which the Company 
utilizes. The amounts of property, plant and equipment and related accumulated 
depreciation and amortization to which the specific indices were applied were 
based upon the same accounting methods and principles used in conventional 
financial statements. 

Adjusted "constant dollar" and "current cost" earnings are both lower than 
reported earnings, demonstrating the increasing cost of replacing assets during 
inflationary times. These differences in earnings are due to higher depreciation 
expense on buildings, machinery, and equipment revalued upward for general infla¬ 
tion or specific cost changes since their acquisition. 

The impact of inflation on General Cinema's effective tax rate under the "con¬ 
stant dollar" and "current cost" methods is 57.3% and 68.1%, respectively, which 
is substantially higher than the effective statutory rate. 39 
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Balance sheet information adjusted for general inflation and specific costs for the 
year ended October 31,1980 


(Amounts in thousands) 

As reported m 
the primary 
financial 
statements 

Adjusted for 
general inflation 
(Constant Dollar) 

Adjusted for 
specific cost 

(Current Cost) 

Inflation gain on net amounts owed 


$ 19,536 

$ 19,536 

Net assets (shareholders' equity) at 
year-end 

$168,542 

$270,693 

$286,786 

Net assets per share at year-end 

8 15.34 

3 24.63 

3 26.10 


The "inflation gain on net amounts owed" of $19.5 million for fiscal 1980 pro¬ 
vides an indication of the benefit to the Company from the eventual repayment of 
its debt and capitalized lease obligations in dollars of reduced purchasing power due 
to continuing inflation. 

In contrast to the overstatement of reported earnings discussed previously, infla¬ 
tion causes an understatement of asset values in the conventional balance sheet. 
From the table above, it can be noted that the conventional balance sheet shows 
net assets (shareholders' equity) at year-end of $168.5 million (or $15.34 per share of 
common stock), while on a current value basis, net assets at year-end amount to 
$286.8 million (or $26.10 per share of common stock). The approximate current 
value of plant and equipment net of accumulated depreciation and amortization 
on October 31,1980 was $334.1 million, whereas the conventional financial state¬ 
ments reflect net plant and equipment of $215.9 million. During the past year, the 
current value of inventory and plant and equipment held by the Company increased 
$53.4 million due to inflation. If the cost changes on these items had equaled the 
general rate of inflation, the increase would have been $54.7 million. 

The declining purchasing power of the dollar also distorts financial comparisons 
with prior years. The following table presents a five-year history of sales, dividends 
and market price per common share. Reported numbers for prior years are restated 
in average dollars of purchasing power for the most recent fiscal year. Over the five- 
year period, the Company's revenues increased at an annual compound rate of 
20.1%. Revenues in "constant dollars" increased 9.8% and were affected by the fact 
that theatre ticket prices increased at rates below the Consumer Price Index. Over 
this same period, dividends increased at an annual compound rate of 26.2%, signifi¬ 
cantly greater than the 9.4% rate of general inflation. 

Five year comparison of selected financial information adjusted for 

general inflation 

(Dollar amounts in thousands 


except per share amounts) 

Years ended October 31 

1980 

1979 

1978 

1977 

1976 

Revenues: 

As reported 

$759,400 

$656,100 

$594,857 

$465,066 

$365,315 

In constant dollars 

759,400 

745,276 

747,258 

626,615 

522,615 

Dividends per share of 
common stock: 

As reported 

$.71 

$.59 

$.47 

$.36 

$.28 

In constant dollars 

.71 

.67 

.59 

.49 

.41 

Market price per com¬ 
mon share at year end: 
As reported 

$22.13 

$19.25 

$17.38 

$13.38 

$10.00 

In constant dollars 

22.13 

21.64 

21.92 

18.37 

14.62 

Average consumer price 
index 

243.2 

214.1 

193.6 

_180.5 

170.0 
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Management Analysis of Operations 


The information included in the Ten-Year Summary on pages 24 and 25 of this 
report indicates the growth of the Company over the last decade. Certain matters 
that influenced operations for the last two years are discussed below. 


Consolidated 

Revenues increased $103,300,000 or 15.7% in the fiscal year ended OctoberSl, 

1980, attributable primarily to higher prices and increased case sales in the Bever¬ 
age Division as well as higher prices and greater attendance in the Theatre Divi¬ 
sion. In the prior year, revenues increased $61,243,000 or 10.3%, attributable 
primarily to increased case sales and higher prices in the Beverage Division and 
higher prices but lower attendance in the Theatre Division. 

Costs and expenses increased $95,627,000 or 16.2% in 1980 primarily because of 
inflationary trends in all Divisions and higher volume of business in the Beverage 
and Theatre Divisions. In 1979, costs and expenses increased-$62,756,000 or 11.9% 
primarily because of higher volume of business and inflationary trends in the 
Beverage Division and the inclusion of the Sunkist operation. 

Beverage Division 

Revenues increased $47,485,000 or 13.0% in 1980, because of a 4.4% increase in 
route case sales and aggregate price increases of 11.4%. In 1979, revenues increased 
$49,680,000 or 15.8% because of an 8.2% increase in volume and aggregate price 
increases of 9.2%. 

Operating earnings increased $7,821,000 or 16.9% in 1980 and $7,458,000 or 19.3% 
in 1979 as a result of increased volume of business and improved operating margins. 

Theatre Division 

Revenues increased $41,315,000 or 15.5% in 1980 primarily because of a 9.2% 
increase in attendance, related concession sales, and a 5.3% increase in average 
ticket prices. Revenues were unchanged in 1979 compared with 1978 as increased 
average admission prices offset a decline in attendance. 

Operating earnings of $27,494,000 in 1980 were approximately the same as 1979 
as a result of decreased margins attributable primarily to higher film cost. In 1979, 
operating earnings increased $1,817,000 or 7.0% as a result of increased refresh¬ 
ment sales and operating efficiencies. 

Sunkist Soft Drinks 

Continued introduction of regular Sunkist and test marketing of Diet Sunkist 
resulted in greater volume and increased revenue of $12,018,000 or 124.9%. Operat¬ 
ing losses increased $797,000 or 7.3% in 1980 primarily because of costs associated 
with expansion of marketing activities and inflationary trends. Sunkist operations 
were included in revenues and operating earnings for the first time in 1979. 

Communications and 
Other 

Revenues increased $3,347,000 or 19.1% in 1980 as a result of increased television 
and radio sales of advertising. In 1979, increases of $4,168,000 or 31.3% in revenues 
resulted from increased television revenues, purchase of two radio stations during 
the year and the full year's impact of two radio stations purchased in 1978. 

Operating earnings increased $900,000 or 28.5% in 1980, primarily because of 
improved television station earnings and improved earnings from leased properties 
somewhat offset by increased radio station costs. In 1979, operating earnings 
increased modestly as improved earnings were offset by development costs asso¬ 
ciated with the radio stations. 

Corporate 

In 1980, interest expense, net of interest income, approximated the prior year's 
level. In 1979, interest expense, net of interest income, declined $2,100,000 or 41.7% 
principally because of the high level of interest earned on short-term investments. 

Administrative and other expenses increased $1,657,000 or 49.6% in 1980 
because of increased corporate activities and inflationary trends. In 1979, adminis¬ 
trative and other expenses approximated the prior year's level. 
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Directors 


Corporate Officers 


Richard A. Smith (1) 

Chairman of the Board and President 
S. Sidney Stoneman ll,(3)(4) 

Vice Chairman of the Board 
William L. Brown <2)(3> 

President, First National Boston Corporation 
Abram T Collier*'” 

Director of several industrial corporations 
Nelson f. Darling, Jr. <2)<4) 

Director of several industrial corporations 
Julius Darsky 

Beverage Industry Consultant 
Daniel E. Hogan <2)<3) 

Chairman of the Board, Standex International 

Corporation 

Herbert J. Hurwitz 

Consultant to Company and former officer 
J. Atwood Ives 

Senior Vice President-Finance 
Emmanuel Kurland (1) 

Senior Partner, Singer, Stoneman & Kurland, 

Attorneys 

Hugo Uyterhoeven 

Timken Professor of Business Administration, 
Harvard Business School 
Melvin R. Wintman 
Executive Vice President 

j 1) Executive Committee 

(2) Audit Committee 

(3) Compensation Committee 

(4) Nominating Committee 


Richard A. Smith 

Chairman of the Board and President 

Melvin R. Wintman 

Executive Vice President 

Samuel Frankenheim 

Senior Vice President - 

General Counsel and Assistant Secretary 

J. Atwood Ives 

Senior Vice President - Finance 
Alexander M. Tanger 
Senior Vice President - Communications 
Robert J. Tarr, Jr. 

Senior Vice President 

Thomas C. McDermott 

Vice President-Human Resources 

James C. Moodey 

Vice President - Treasurer 

Mark L. Stevens 

Vice President 

A. Anthony Trauber 

Vice President-Controller 

Emmanuel Kurland 

Secretary 

Sidney M. Alekman 
Assistant Controller 
Donald G. Wheeler 
Assistant Treasurer 
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Operating Officers 


GCC Beverages, Inc. 
Robert J. Tarr, Jr. 
President 


Sur.kist Soft Drinks, Inc. 
Mark L. Stevens 
President 


John W. Bliss 

Senior Vice President-Field Operations 

Vincent Barion 

Vice President-Marketing 

Mario V. Campanero 

Group Vice President 

Edward E. Jenkins 

Vice President - Planning and Business Development 
John P. Koss 

Vice President-Operations 

Fred A. Patterson 

Group Vice President 

Lamar H. Russell 

Group Vice President 

Gary Schirripa 

Group Vice President 

Bernard Zitofsky 

Vice President-Finance 

Charles M. Havican 

Vice President - Systems and EDP 


John C. Leffingwell 

Vice President - Research and Development 

J. Peter Murphy 

Vice President-National Sales 

M. Tarlton Pittard 

Vice President-Finance 

Communications Group 
Alexander M. Tanger 
President 

Coral Television Corporation 
(WCIX-TV, Miami): 

Edward Q. Adams 

Senior Vice President/General Manager 
Plarvey E. Cohen 

Vice President/General Sales Manager 
Jack FI. Cowart 

Vice President/Director of Engineering 
Jack D. Willard 

Vice President/Business Manager 


GCC Theatres, Inc. 

Melvin R. Wintman 
President 
Paul R. DelRossi 
Executive Vice President 
Lawrence H. Lapidus 
Senior Vice President-Film 
William D. Zellen 

Senior Vice President-Financial Analysis and Budgeting 


GCC Communications Inc.: 

John F. Tenaglia 

Executive Vice President 

James J. Seemiller 

Vice President/General Manager 

WEFM-FM, Chicago 

Frank D. Tenore 

Vice President/General Manager 
WHUE-FM/AM, Boston 


Morris K. Englander 
Vice President-Real Estate 


Seymour H. Evans 

Vice President- Publicity and Promotion 

Armin J. Frankel 

Vice President-Treasurer 

David N. Leavitt 

Vice President - Controller 


Robert G. Miller 

Vice President-Budgeted Advertising and Promotion 
Joseph Saunders 

Vice President - Purchasing and Construction 

Thomas Sherak 

Vice President-Film 

Howard W. Spiess 

Vice President-Operations 

Stanley Werthman 

Vice President- - Concessions 
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Shareholder Information 


General inquiries about the Company, its direction and results, along with requests 
for published financial information, should be made to the Corporate Financial 
Relations Department, General Cinema Corporation, Box 1000, Chestnut Hill, MA 
02167, 617-232-8200. 

For assistance on address changes, consolidation of multiple holdings, dividend 
payments or related matters, please contact the Transfer Agent. 

Automatic Dividend Reinvestment and Cash Stock Purchase Plan 
The Plan provides Shareholders with a convenient way to purchase additional 
shares by reinvesting their cash dividends and/or by investing additional cash 
amounts. The Company will absorb all brokerage and agency fees for stock pm- 
chased in connection with the Plan. For further information, please write to: 
General Cinema Corporation, c/o The First National Bank of Boston, Automatic 
Dividend Reinvestment Plan, Post Office Box 1681, Boston, MA 02105. 

Transfer agent and registrar 
The First National Bank of Boston 
Post Office Box 644, Boston, MA 02101 

10-K available 

Securities and Exchange Commission Form 10-K is available upon written request 
to the Corporate Financial Relations Department of the Company. 

Annual meeting 

Annual Meeting of Stockholders, Friday, March 13,1981, at 10:00 a.m. The First 
National Bank of Boston, 100 Federal St., Boston, Massachusetts 

Stock information 

General Cinema's Common Stock is traded on the New York Stock Exchange 
under the ticker symbol GCN. The following table indicates the quarterly price 
range of the stock for the past two years: 

1980 



First 


Second 


Third 


Fourth 

High 

Low 

High 

Low 

High 

Low 

High 

Low 

24 

18 7 /s 

23 l /s 

16 

23 

I 8 V 2 

25% 

21 Va 

1979 


First 


Second 


Third 


Fourth 

High 

Low 

High 

Low 

High 

Low 

High 

Low 

20 13 /l 6 

16 3 /l6 

20 5 /s 

17 

23% 

18 

25 l /s 

17% 


At October 31,1980 and 1979, General Cinema had 3,270 and 3,342 shareholders 
of record, respectively. 

Corporate address 

General Cinema Corporation 

27Boylston Street 

Chestnut Hill, Massachusetts 02167 
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